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FOREWORD 


This  is  a  background  study  on  the  cotton  textile  industry  of 
Portugal,  aimed  at  evaluating  the  outlook  for  sales  of  United  States 
cotton  in  Portugal  and  determining  the  competition  that  might  be  met 
from  Portuguese  cotton  textiles  on  the  world  market. 

In  order  to  make  the  study  complete,  it  was  necessary  to  include 
some  material  on  raw  cotton  production  in  the  Portuguese  colonies  of 
Angola  and  Mozambique,    However,  since  colonial  production  has  been  well 
covered  in  the  National  Cotton  Council  report  Cotton  in  Southern  Africa, 
by  Read  P.  Dunn,  Jr.,  and  in  the  U.S.  Department  of  Agriculture  report 
Cotton  Production  and  Trade  in  Mozambique,  by  P.  K.  Norris,  the  discus- 
sion  of  colonial  production  in  this  report  has  been  limited  as  much  as 
possible  to  such  additional  material  as  was  disclosed  by  the  study  in 
Portugal  and  by  recent  reports  from  Angola  and  Mozambique. 

The  study  was  conducted  in  the  fall  of  1952  by  Francis  H.  Whitaker, 
Marketing  Specialist,  and  James  0.  Howard,  Agricultural  Attache,  American 
Embassy,  Lisbon.    Mr.  Whitaker' s  participation  in  this  study  and  the 
publication  of  this  report  are  made  possible  under  the  provisions  of  the 
Agricultural  Marketing  Act.    The  possibilities  of  broadening  and  maintain- 
ing foreign  markets  for  other  agricultural  commodities  are  also  being 
studied,  and  the  findings  are  presented  in  circulars  and  reports  published 
by  the  Foreign  agricultural  Service,  U.S.  Department  of  Agriculture, 
Washington  25,  D.C. 


/      Joseph  A.  Becker,  Chief 
International  Commodities  Branch 
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EXPLANATORY  NOTES 


All  references  to  Portugal,  unless  otherwise 
stated,  include  Continental  Portugal  and  the  ad- 
jacent islands  of  Madeira  and  the  Azores.  The 
other  colonial  possessions  are  not  included. 

All  colonial  cotton  weights  were  assumed  to 
be  net.    All  tons  used  herein  are  metric  tons.  The 
following  conversion  rates  were  used: 

1  metric  ton  ■  2,20i4..6  lb. 

1  bale  of  cotton  ■  500  lb.  gross  or  U80  lb.  net 
28.6  escudos  »  1  dollar  U.S. 
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INTRODUCTION 


Since  the  war  two  trends  have  characterized  Portugal's  cotton 
textile  industry s    first,  a  marked  increase  in  raw  cotton  production  in 
Mozambique  and  Angola,  and  second,  a  rapid  expansion  in  the  spinning  and 
weaving  industry  in  continental  Portugal. 

Until  the  present,  all  of  the  colonial  raw  cotton  has  been  used  by 
the  Portuguese  mills  and  practically  all  of  the  textile  production  has 
gone  into  home  and  colonial  consumption.    Now  the  home  market  is  about 
saturated,  i.e.,  most  of  the  raw  cotton  needs  are  being  met  by  the 
colonies  and  practically  all  of  the  textile  needs  are  being  filled  by 
the  home  industry.    In  fact  some  textiles  are  being  exported  to 
non-colonial  markets. 

Today  the  Portuguese  textile  industry  faces  the  fundamental  question 
of  whether  to  continue  its  expansion  and  enter  aggressively  into  the 
foreign  market  or  whether  to  level  off  at  about  its  present  or  a  some- 
what reduced  rate  and  produce  primarily  for  the  local  and  colonial  market. 
The  primary  purpose  of  this  study  is  to  anticipate  the  answer  to  that 
question  so  as  to  predict  the  outlook  for  United  States  cotton  sales  in 
Portugal,  and  the  competition  that  might  be  expected  from  Portuguese 
cotton  textiles  in  the  world  market. 

The  outlook  for  sales  of  United  States  cotton  depends  on  the  increase 
in  colonial  cotton  production  and  the  relationship  of  Portuguese  textile 
mill  capacity  to  production.    If  colonial  cotton  production  increases 
beyond  Portugal's  mill  capacity,  the  United  States  must  look  for  competi- 
tion in  raw  cotton  sales.    If  mill  capacity  keeps  pace  with  production, 
the  Portuguese  mills  may  have  textiles  produced  from  cheap  colonial 
cotton  with  which  to  compete  in  world  markets.    If  mill  capacity  is  in 
excess  of  colonial  raw  cotton  production  the  United  States  might  have  an 
opportunity  to  sell  raw  cotton  to  Portugal,  assuming  that  the  dollar 
balance  question  could  be  overcome.    But  sales  of  United  States  raw 
cotton  will  also  depend  on  the  efficiency  of  Portugal's  mills.    Can  they 
pay  world  prices  for  cotton  and  compete  in  world  textile  markets? 


THE  TEXTILE  INDUSTRY 

Portugal's  cotton  textile  industry  is  one  of  the  oldest  in  Europe. 
Portuguese  explorers  brought  back  cotton  from  Brazil  shortly  after  the 
discovery  of  America  and  created  an  interest  in  this  new  fiber. 

In  the  centuries  since  the  industry  was  established,  it  has  had 
many  ups  and  downs  but  it  has  always  been  important  to  the  Portuguese 
economy.    Today  the  cotton  textile  industry  is  the  largest  manufacturing 
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industry  in  Portugal,,    It  employs  67,000  people,  1/  and  accounts  for 
roughly  7  to  10  percent  of  the  country's  industrial  employment.  2/ 

Location  of  the  Industry 

Portugal's  textile  mills  are  concentrated  in  the  northwestern  part 
of  the  country  in  the  general  region  of  Oporto.    There  are  several  plants 
in  the  area  of  Lisbon,  but  about  95  percent  of  the  plant  capacity  is  in 
the  Oporto  area.    The  original  reason  for  the  concentration  in  the  North 
was  an  abundant  supply  of  labor  and  a  relatively  abundant  supply  of  water 
power.    Today  the  region  has  the  cheapest  and  most  abundant  supply  of 
electricity,  which  is  replacing  water  power  in  running  the  mills.  There 
is  no  indication  of  a  shift  in  this  regional  concentration  of  the  industry. 

Growth  of  the  Industry 

The  earliest  available  statistics  on  spindles  in  Portugal  are  for 
1873  when  the  number  was  50,000.    The  number  doubled  by  1880  and  more 
than  doubled  again  by  1900  when  it  reached  230,000.    By  1925  there  had 
been  another  100  percent  increase  to  503,000.    At  the  end  of  1951,  there 
were  835,9liO  spindles,  and  spindle  capacity  was  estimated  at  about  50,000 
metric  tons  of  yarn  (about  55,000  metric  tons  of  cotton)  per  year.  Loom 
numbers  and  number  of  factories  have  also  increased  (see  tables  1  and  2). 
At  the  end  of  1951,  for  example,  there  were  U68  power-driven  textile 
mills  in  operation — twice  the  number  operating  in  191*1 — and  a  total  of 
29,U58  looms  in  the  country,  of  which  2,621  were  automatic,  25,890  mechan- 
ical, and  9U7  manual. 

The  present  spurt  in  the  industry's  growth  dates  from  19U6. 
Portugal's  neutrality  in  World  War  II  gave  the  industry  a  distinct  ad- 
vantage in  the  foreign  market  but  at  the  same  time  the  war  prevented 
the  purchase  of  new  equipment.    In  19U6  the  government  launched  a  campaign 
to  encourage  the  modernization  and  expansion  of  the  industry.    By  the 
end  of  1951  the  average  age  of  Portuguese  spindles  had  been  reduced 
from  35  years  to  23  years,  3/  and  the  number  of  automatic  looms  had 
increased  from  0.9  percent  of  total  looms  in  19U6  to  9  percent  in  195l» 
Additional  progress  has  been  made  since. 

At  present  no  new  mills  can  be  built  or  new  equipment  bought  with- 
out the  consent  of  the  Cotton  Regulating  Commission.    All  new  mills  are 
built  in  strict  compliance  with  government  regulations,  which  are  designed 
to  encourage  efficiency  and  protect  the  health  of  workers.    Any  new 

^7    Oral  statement  by  head  of  the  Cotton  Regulating  Commission. 
2/    Portuguese  statistics  include  housewives  as  "domestic  employees." 
Hence,  that  is  the  largest  source  of  employment.    By  U.S.  definitions 
(i.e.,  excluding  housewives)  agriculture  accounts  for  about  half  the 
employed  population  in  Portugal,    The  above  percentage  refers  only  to 
industrial  employment. 

3/    Oral  statement  by  head  of  the  cotton  Regulating  Commission. 


-  3  - 


Table  1. — Portugal:    Number  of  cotton  textile  power 
mills,  as  of  December  31,  19uO-5l  l/ 
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1/    This  table  does  not  include  mills  without  power  (pre- 
sumably  manually  operated),  "home  industries,"  or  "warpers, 
At  the  beginning  of  1951  there  were  19  manually  operated 
mills,  80  home  textile  industries,  and  106  warpers.  In 
spite  of  the  number  of  these  enterprises,  the  three  cate- 
gories together  accounted  for  less  than  2  percent  of  the 
total  personnel  employed  in  the  cotton  textile  industry. 
The  table  also  omits  power-driven  mills  that  were  com- 
pletely inactive  throughout  the  year.    At  the  beginning 
of  1951  there  were  16  inactive  mills. 


Source:  Instituto  Nacional  de  Estatistica,  Estatistica 
Industrial,  Lisbon,  Portugal. 


factory,  for  example,  must  have  at  least  10,000  spindles  and  200  looms, 
and  the  looms  must  be  automatic*    When  new  spindles  and  looms  are  bought 
the  owners  are  generally  required  to  scrap  the  old  ones  in  order  to  take 
as  much  of  the  old  equipment  out  of  operation  as  possible. 

Portugal  still  has  many  old  plants,  but  as  a  result  of  the  moderni- 
zation and  expansion  campaign  it  also  has  a  considerable  number  of  modern 
factories,  as  well  as  plants  with  some  old  and  some  new  equipment.  The 
authors  visited  one  plant  that  had  a  large  number  of  mule  spindles  in 
operation  and  a  still  larger  number  of  ring  spindles  which  were  manu- 
factured in  1906.    In  another  part  of  the  plant,  however,  a  complete  new 
factory  had  been  installed  to  handle  Egyptian  cotton  and  it  had  been 
equipped  with  new  British,  Swiss,  and  United  States  equipment. 

United  States  equipment  is  not  often  found  in  Portuguese  mills; 
most  of  the  equipment  is  from  England,  Germany,  and  Switzerland*  This 
is  in  considerable  part  due  to  Portugal's  dollar  shortage.    However,  the 
head  of  the  Industrial  Association  of  Oporto,  who  is  very  well  informed 


Table  2. — Portugal:    Spindles  and  looms  in  cotton  mills  as  of 
December  31,  selected  years  1873-1953 


Number    :  Number  of  looms 


December  31-  r 

01 

spindles 

t 

t 

Manual 

jllechanical] 

Automatic 

% 
% 

Total 
■  — i  ■  ■ 

1B73  : 

i?u,  (JUL) 

1 

1 

t 

j 

l 
j 

l.r>n 
14.UU 

1880  .«•••! 

108,000 

<3 
0 

: 

—  s 

1 
1 

1 

1 

t  r\r\r\ 
1,  UUU 

1899   s 

2  JO  ,  000 
Uo 0,000 

X 

: 

—  S 

: 

1913  ....•: 

* 

i 

** 

X 

—  \ 

1911*  : 

U82,000 

503, 000 

503,000 

t 

** 

X 

~ 

1925  

i 

X 

—  « 

1931  

1 

X 

-  i 

1932   : 

Ii53,ooo 

1 

« 
• 

—  1 

1933   : 

Uli6,000 

* 

• 

—  % 

1931*  ,....: 

U52,000 

• 
• 

• 
• 

—  j 

191*0  ,  .  .  .  .  : 

660,389 

* 
• 

• 
• 

22,231*  : 

~ 

^J* 03? 

19U1  : 

638,738 

• 
■ 

• 
• 

22,201  j 

22,91*6 

191*2  

657,219 

• 
■ 

803 

4 
• 

22,891  : 

177 

23,871 

191*3  : 

661,113 

• 
• 

732 

: 

23,303  : 
o,?r9  s 

215 

2U,250 

191*1*  .  .  .  •  •  : 

662, 703 

I 
0 

760 

s 

210 

21*,557 

lyLO  «••••: 

A<0  1ft£ 

057 ,  J-Op 

I 

700 

X 

23,555  : 

228 

c  c  u 

J.7U.O    «     •    •     •     •  { 

660  231 
665,629 

4 

■i 

663 

: 

23,621*  j 

232 

2k. ^19 

191*7  * 

1 

6U9 

: 

23,660  : 

261 

2l*,570 

191*8 

681,023 

871 

X 

25,1*72  \ 

501 

26, 8W* 
27,859 

191*9  .  .  .  .  .  i 

718,752 

: 

1,012 

X 

25,502  j 

1,31*5 

l 

1950  

778,896 

i 

1,019 

X 

25,721*  : 

1,928 

1 

28,671 

1951 

835,91*0 

t 

91*7 

X 

25,890  1 

2,621 

1 
> 

29,1*58 

£ 

1 

t 

j 

-    Not  available. 


Sources?    1873-191*3:     The  Cotton  Industry  in  Northern  Portugal, 
report  of  March  8,  19 1*9  from  American  Consulate,  Oporto/  191*l*-5li 
Tnstituto  Nacional  de  Estatistica,  Estatistica  Industrial,  Lisbon. 


on  this  subject,  says  that  the  explanation  goes  much  further  than  that. 
He  lists  four  reasons:  1)  in  past  years  the  United  States  machinery 
manufacturers  apparently  did  not  need  the  foreign  market  and  so  did  not 
push  sales  in  Portugal}  2)  the  United  States  manufacturers  had  few  com- 
mercial connections  with  Portugal;  3)  the  language  is  a  barrier;  and  k) 
the  price  of  American  equipment,  which  -  according  to  him  -  is,  or  has 
been,  25  to  UO  percent  higher  than  competing  equipment. 

Plant  Size 


Most  of  the  mills  in  Portugal,  new  ones  as  well  as  old  ones,  are  small, 
compared  with  those  in  other  countries  with  which  they  must  compete  if 
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they  are  to  enter  the  world  market.    One  indication  of  the  size  of 
Portuguese  mills  is  shown  in  the  following  analysis  of  the  figures  as  of 
the  end  of  195l,  which  groups  the  mills  according  to  number  of  employees 
(see  table  3). 


Table  3 ••—Portugal  t    Textile  power  mills  grouped  according 
to  number  of  employees  at  end  of  1951  1/ 


Number  of 
employees 


Plants  that 
spin  only 


Plants  that 
weave  only 


Number 


6 
12 
5 
2 


Plants  that  both 
spin  and  weave 


1  to 
21  to 
51  to 
101  to 
201  to 
U01  to 


20 

50 
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200 

Uoo 
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801  to  1,600  . 
1,601  to  3,000  • 
Total  number  of 
plants  •  «  • 


Number 

185 

69 
55 
30 
9 
1 


25 


3U9 


Number 


2 
12 
27 
18 

10 
3 


72 


Approximate  average 
number  of  employees 
per  mill  •  •  •  •  • 


200 


550 


Percent 


Percent 


Approximate  per- 
centage of  total 
textile  workers 
employed  in  each 
type  of  mill  •  • 


8 


27 


Tf    See  footnote  l/  table  1,  page  3. 


Percent 


65 


The  figures  in  table  3  point  up  the  fact  that  not  only  does  Portugal 
still  have  a  great  number  of  small  mills  but  that  many  only  spin  or  only 
weave.    The  mills  that  both  spin  and  weave  constitute  only  about  16  per- 
cent of  the  total,  but  they  employ  about  65  percent  of  the  total  workers* 
There  is  a  definite  trend  toward  more  of  these  larger  mills,  and  they 
are  being  equipped  to  a  relatively  high  degree  with  labor-saving  machinery. 
It  is  this  group  of  larger  mills  that  has  the  best  chance  of  competing 
in  the  foreign  market.    It  seems  safe  to  surmise  that  many  of  the  smaller 
mills  could  not  continue  to  function  without  tariff  or  other  protection 
against  imports • 
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Another  indication  of  size  is  the  number  of  spindles  and  looms.  In 
1950  the  average  number  of  spindles  per  power-driven  plants  was  8,030,  h/ 
the  average  number  of  looms  was  68,  and  the  average  number  of  employees 
1U6.    These  averages  are  not  too  significant,  however,  since  some  plants 
only  weave  and  others  only  spin.    Furthermore,  the  few  large  plants 
contain  the  great  majority  of  the  equipment,  and  as  noted  above,  employ 
the  majority  of  the  personnel. 

Some  indication  of  the  size  of  the  larger  mills  is  seen  in  the 
amount  of  cotton  allocated  to  them.    The  six  largest  mills  (which  are 
roughly  the  same  size)  were  receiving  in  early  1952  an  average  colonial 
cotton  allocation  of  about  575  bales  (500  pounds  gross)  per  month  per 
mill.    This  was  said  to  be  sufficient  cotton  for  about  two-thirds  of 
capacity  of  the  mills,  based  on  their  normal  number  of  shifts. 

Are  the  New  Mills  Competitive? 

Most,  if  not  all,  of  the  new  looms  being  installed  range  from  90  to 
220  centimeters  (roughly  3  to  7  feet)  and  should  be  able  to  meet  the  grow- 
ing foreign  demand  for  wider  materials.    On  the  other  hand,  such  informa- 
tion as  is  available  would  indicate  that  many  of  the  older  looms  are 
narrow.    Plants  with  narrow  looms  would  be  at  a  disadvantage  in  some 
foreign  markets.    Most  of  the  materials  traditionally  produced  in  Portugal 
are  narrow  by  present  United  States  standards. 

Though  the  new  mills  have  modern  equipment,  they  still  employ  more 
men  per  thousand  spindles  than  do  comparable  mills  in  the  United  States. 
Some  of  the  costlier  labor-saving  machines  are  not  used,  particularly  if 
their  purchase  requires  United  States  dollars. 

Wages  and  Working  Conditions 

Minimum  wages  are  negotiated  between  the  Association  of  Textile 
Manufacturers  and  the  unions  of  textile  workers  in  the  districts  of 
Oporto  and  Braga.    These  are  government-sponsored  and  controlled  organ- 
izations, not  free  associations  such  as  are  known  in  the  United  States. 
Furthermore,  the  negotiations  are  carried  out  in  accordance  with  speci- 
fied governmental  policy  as  set  forth  in  law  number  1952  of  March  10, 
1937,  as  amended.    Consequently,  the  government  has  a  much  greater  role 
in  these  negotiations  than  would  normally  be  the  case  in  the  United  States. 

Effective  May  2k,  1952,  the  official  minimum  wages  for  textile  workers 
were  raised  an  average  of  30  percent.    Since  wages  actually  paid  prior  to 
that  date  were  somewhat  higher  than  the  minimum,  the  resulting  increase 
was  somewhat  less  than  30  percent.    Information  is  not  available  to  de- 
termine the  amount  of  the  actual  increase,  but  it  was  substantial.  Informed 
sources  guess  that  it  was  in  the  range  of  15  to  20  percent.. 

V  The  spindle  figure  includes  the  mills  that  spin  only,  plus  those  that 
spin  and  weave;  the  loom  figure  includes  those  that  weave  pins  those  that 
do  both,  and  the  employment  figure  includes  all  three  groups. 
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There  are  many  classifications  under  the  new  minimum  wage  agreement, 
but  the  following  indicates  the  range  of  minimum  wages  for  an  8-hour  day: 

Spinning: 

Piece  work  80. ii  to  96.2  cents 

Non-piece  work  75.2  to  92.7  cents 

Weaving  75.2  to  99.7  cents 

Dyeing,  bleaching, 

printing,  and  finishing    .  68.2  to  167.8  cents 

£s  to  actual  wages  today,  one  well-informed  industrial  source  esti- 
mates that  the  average  today  for  the  entire  industry  is  about  87.5  cents 
for  an  8-hour  day.    The  manager  of  a  better-than-average  mill  reported 
that  he  paid  an  average  of  78.8  cents  for  workers  in  his  spinning  depart- 
ment and  $1.23  for  workers  in  his  weaving  department. 

Detailed  figures  have  been  published  by  the  government  for  wages 
during  1950.    These  are  shown  in  table  U.    Unfortunately  these  figures 
represent  wages  before  the  recent  increase,  but  they  still  give  some 
indication  of  the  wage  structure. 

Tn  1950  there  were  65>  169  employees  in  the  industry-  2,867  were  paid 
on  a  monthly  basis  (presumably  administrative,  technical,  and  office  help), 
and  62,302  were  laborers  who  were  paid  on  a  daily  or  weekly  basis.    Of  the 
latter  group,  39  percent  were  men  and  61  percent  were  women. 

The  average  of  the  annual  per  capita  cash  wages  paid  to  the  total 
labor  force  was  $205.98  -  $612.13  for  the  office  force  and  $187.20  for 
the  laborers.    Average  daily  wage  for  the  laboring  group  was  68  cents  a 
day.    For  adult  men  it  was  82  cents,  for  adult  women  65  cents,  for  men 
under  18  years  of  age  Ul  cents,  and  for  women  of  this  age  group  39  cents. 

It  will  be  noted  from  table  U  that  the  average  number  of  days  worked 
for  the  year  was  high,  indicating  that  the  mills  were  running  most  of  the 
year.  The  number  of  days  worked  would  have  been  still  higher  had  the 
small  number  of  temporary  employees  been  excluded  from  the  computation. 
The  number  of  days  worked  appears  to  have  been  lower  in  subsequent  years. 
In  October-November  of  1952,  for  example,  plants  were  averaging  only  h  to 
5  days  a  week.    (Six  days  is  normal.) 

Cash  wages  are  only  a  part  of  the  real  earnings  of  workers  in  Portugal. 
Employers  are  obliged  to  pay  17  to  20  percent  on  all  wages  to  various 
social  security  funds,  and,  in  addition  to  this,  most  large  employers  pay 
an  8  percent  annual  bonus  (one  month's  wages),  plus  an  additional  15  to 
30  percent  for  such  things  as  subsidized  meals  and  housing,  nurseries  for 
children  of  employed  mothers,  and  educational,  medical,  and  recreational 
facilities. 

For  example,  two  factory  lunch  rooms  were  seen  where  hot  lunches 
were  served  for  less  than  12  cents  each.    The  food  appeared  to  be  of  good 
quality  and  the  sanitary  conditions  good.    One  of  the  mills  visited  has  a 
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Table  1*. — Portugal?    Employment  and  wages  in  cotton  mills  during  1950 
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Note:  Today' s  wages  are  believed  to  be  15  to  20  percent  higher  than  the 
1950  figures  shown  in  this  table. 


1/    The  daily  wages  shown  here  were  computed  by  dividing  the  annual  income 
Fy  the  number  of  days  worked.    Since  there  may  have  been  days  in  which 
the  workers  were  not  employed  all  day,  the  actual  daily  wage  for  a  full 
day  would  doubtlessly  be  somewhat  higher  than  the  average  shown  here. 
2/    Apparently  primarily  administrative,  supervisor  and  clerical  personnel. 
3/    Apparently  other  than  white  collar  workers. 

Source:    Computed  from  figures  published  in  Estatistica  Industrial,  1950 
by  the  Tnstituto  Nacional  de  Estatistica. 


number  of  houses  which  it  rents  to  workers  at  a  low  price.    The  extent  of 
this,  however,  is  limited.    One  plant  manager  very  proudly  showed  the 
authors  a  nursery  for  children  under  3  years  of  age.    It  appeared  to  compare 
favorably  with  the  best  child  care  facilities  in  any  country.    Many  mills 
provide  their  own  medical  facilities  for  service-incurred  accidents.  A 
sizable  number  of  the  large  plants  extend  this  medical  service  to 
non-service-incurred  illnesses,  and  some  extend  it  to  dependents  of  the 
workers • 

Thus  in  computing  wage  costs,  the  actual  cash  wages  of  textile  workers 
should  be  increased  by  about  50  percent  to  cover  concealed  wages,  which 
are  required  either  by  law  or  custom. 
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As  noted  earlier,  there  are  government  specifications  as  to  health 
and  safety  protection  in  new  plants  which  are  being  constructed.    In  one 
of  the  newest  and  most  modem  mills  in  the  country,  which  the  authors 
visited,  it  was  noted  that  the  amount  of  lint  in  the  air  was  considerably 
higher  than  in  a  comparable  American  mill.    In  other  respects,  however, 
it  would  appear  to  compare  favorably. 

In  1950  about  10  percent  of  the  employees  were  under  18  years  of  age. 
Some  appeared  to  be  in  their  early  teens.    There  is  a  fundamental  law  pro- 
hibiting the  employment  of  children  under  12.    The  same  law  limits  work 
hours  to  8  per  day  and  U8  per  week  with  provisions  for  approved  overtime. 
A  new  law,  promulgated  in  the  fall  of  19^2  and  designed  to  eradicate 
illiteracy,  prohibits  factories  from  employing  on  a  full-time  basis  youths 
who  have  not  completed  the  equivalent  of  5  years  of  education.    This  may 
slightly  decrease  the  number  of  youths  employed  in  the  industry. 

Textile  Prices  and  Quality 

Conversations  with  a  number  of  people  would  indicate  that  the  quality 
of  locally  produced  textiles  is  not  exceptional.    Certainly  for  the  better 
grade  textiles  the  Portuguese  prefer  imported  material.    However,  that  may 
be  due  to  a  general  feeling  that  manufacturers  of  other  countries  -  whether 
textiles  or  otherwise  -  are  generally  superior  to  those  produced  locally. 
As  to  price,  limited  observation  would  indicate  that  quality-for-quality 
the  Portuguese  textiles  are  little  if  any  cheaper  than  those  of  the 
United  States.    This  question,  however,  deserves  more  study. 


Protection  of  the  Industry 

Tariff ."—Imports  of  most  cotton  textiles  are  almost  prohibited  by 
the  height  of  the  tariff. 

Tariffs  on  cotton  yarn  run  from  $0*05  to  $l»2h  a  pound  (3.23  to 
78 • 2U  escudos  a  kilogram),  depending  on  the  quality.    The  low  rate  is 
on  cheap  yarn  used  for  fishing  nets. 

On    piece  goods,  the  tariff  runs  from  $0.£0  a  pound  (31.3  escudos  a 
kilogram  for  raw  cloth  to  $1.2ii  a  pound  (78  escudos  a  kilogram  for  dyed 
material.    On  more  expensive  items  it  is  still  higher.    On  shawls  and 
handkerchiefs,  for. example,  it  is  $U.35  a  pound  (273»8U  escudos  a 
kilogram. 

Separate  schedules  of  tariffs  exist  for  each  of  the  colonies,  and 
these  are  generally  lower  than  the  tariff  in  the  mother  country.  Each 
colony  has  a  tariff  against  goods  coming  from  Portugal,  but  the  rate  is 
lower  than  that  charged  other  countries.    Furthermore,  all  imports  into 
the  colonies  are  licensed.    That  this  combination  is  sufficient  to  give 
Portugal  a  great  advantage  in  the  colonial  market  is  seen  in  the  per- 
centage of  Angola's  cotton  textile  imports  supplied  by  Portugal  in  recent 


-  10  - 


years*    In  1951  the  percentage  coming  from  Portugal  was  93*  in  1950  it 
was  90,  in  19  U9  it  was  82,  and  in  19  U8  it  was  85  percent #5/ 

It  will  thus  be  noted  that  Angola  is  tied  closely  to  continental 
Portugal  by  tariff  arrangements.    It  is  assumed  that  the  trade  relation- 
ships in  the  other  colonies  would  not  vary  appreciably  from  this  pattern* 

Textile  manufacturing  in  the  colonies  •—To  maintain  this  important 
market,  Portugal  has  long  prohibited  it,s  colonies  from  manufacturing 
cotton  textiles.    The  policy  was  reversed  by  Decree-Law  No.  33,92k  of 
September  5>  19hk»  which  provides  that  any  colony  may  manufacture  cotton 
yarns  and  textiles  in  an  annual  amount  equal  to  the  average  weight  of 
imports  from  non-Portuguese  sources  during  1936-38,  plus  20  percent  of 
the  average  weight  of  imports  from  Portugal  during  that  period.  Exceptions 
are  made  when  one  colony  is  manufacturing  for  sale  to  another  which  does 
not  have  mills,  or  when  it  is  manufacturing  for  foreign  sale  out  of  foreign 
cotton. 

Under  this  law,  which  is  still  in  effect,  Mozambique  is  allowed  to 
manufacture  approximately  1,U00  tons  of  cotton  textiles  annually  and 
Angola  approximately  660  tons. 

This  action  acceded,  in  part,  to  the  desires  of  the  colonies  to 
have  mills  to  process  their  own  raw  material,  yet  held  down  the  volume 
to  such  an  extent  that  it  would  not  cut  too  heavily  into  the  market  of 
the  mills  in  the  mother  country.    The  mill  owners  in  continental  Portugal 
have  further  protected  themselves  by  forming  a  joint  enterprise  to  build 
and  operate  the  colonial  mills. 

One  mill  is  now  operating  in  Mozambique  and  another  in  Angola,  with 
capacities  somewhat  exceeding  the  legal  maximum  stated  above .6/  Little 
information  is  available  on  the  mill  in  Angola.    The  one  in  Mozambique 
is  quite  modern  and  has  10,000  spindles  and  500  looms.    It  spins,  weaves, 
and  finishes  the  cloth.    So  far,  it  is  operating  at  only  a  small  percent- 
age of  capacity.    Its  full  operations  must  await  the  completion  of  a 
nearby  power  plant  which  will  not  be  finished  for  a  year  or  two.  The 
Mozambique  mill  can  supply  about  35  percent  of  that  colony's  present 
textile  demands  when  it  is  operating  at  maximum  legal  capacity.  The 
angola  mill  can  supply  about  16  percent  of  Angola's  demands. 

5/    These  percentages  were'  computed  by  dividing  the  total  weight  of  all 
major  textile  items  imported  into  Angola  into  the  weight  of  that  portion 
of  these  items  coming  from  the  homeland.    A  few  minor  items  were  excluded 
for  ease  of  computation,  but  they  were  not  sufficiently  large  to  affect 
appreciably  the  percentages. 

6/    The  information  stated  in  this  paragraph  on  the  mill  in  Mozambique 
cfoes  not  agree  with  that  published  by  Dunn  who  states  that  the  spinning 
and  weaving  are  done  in  separate  plants  and  that  the  capacity  is  lU,000 
bales  (about  3>000  tons).    After  noticing  the  discrepancy,  the  authors 
checked  with  the  Portuguese  Government,  with  reports  from  the  Consulate 
in  Mozambique,  and  with  an  Embassy  staff  member  who  recently  visited 
Mozambique,  and  the  above  information  appears  to  be  accurate. 
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The  colonial  mills  are  able  to  purchase  their  raw  cotton  supplies 
at  about  5  cents  per  pound  under  the  price  paid  by  mills  in  Portugal. 
This  fact,  in  conjunction  with  cheaper  wages  in  the  colonies  and  savings 
in  the  transportation  of  the  finished  textiles  from  Portugal  back  to  the 
colonies,  should  make  possible  considerably  lower  prices  for  textiles 
for  the  local  populations. 

Now  that  the  colonies  have  made  a  beginning  in  textile  manufactur- 
ing, it  is  doubtful  whether  they  will  be  satisfied  with  their  small  quotas. 
Should  the  colonies  become  self-sufficient  in  textiles  it  would  create  a 
serious  problem  for  the  industry  in  Portugal  and  might  offer  an  added 
inducement  to  the  Portuguese  mills  to  enter  aggressively  into  the  foreign 
markets.    But  this  possibility  is  so  far  in  the  future  that  it  need  not 
be  given  serious  consideration  in  determining  the  present  outlook  for  the 
Portuguese  industry. 

Policy  on  Exports  to  Non-colonial  Areas 

In  general,  the  government  would  like  to  have  all  textiles  that  are 
exported  to  non-colonial  markets  made  from  non-colonial  cotton.  Put 
another  way,  the  government  wants  to  pass  on  to  the  local  and  colonial 
people  such  savings  as  may  accrue  from  the  cheap  colonial  cotton. 

This  is  difficult,  however,  since  the  government  would  like  most 
of  the  non-colonial  cotton  to  come  from  Brazil  under  the  terms  of  the 
Portuguese-Brazilian  trade  agreement.    Brazilian  cotton,  during  recent 
years,  being  higher  than  United  States  cotton,  the  Portuguese  mills  are 
placed  at  a  disadvantage.    In  recognition  of  this  problem  the  government 
announced  in  the  fall  of  1951  that  mills  that  imported  non-colonial 
cotton  to  manufacture  for  the  non-colonial  foreign  market  would  be 
allowed  to  use  enough  colonial  cotton  to  bring  the  blended  price  down  to 
that  of  United  States  cotton.    In  no  event,  however,  could  the  amount  of 
colonial  cotton  used  exceed  30  percent.7/    This  policy  is  still  in  effect. 

Other  regulations  provide  that  cotton  can  be  bought  from  dollar 
sources  only  when  the  goods  are  to  be  sold  for  dollars.    Portuguese  mills 
that  sell  to  dollar  areas  are  not  allowed  a  precentage  of  the  proceeds 
to  be  used  as  "free  dollars"  as  are  mills  in  some  other  European  countries. 

When  imported  cotton  is  used  by  Portuguese  mills  to  produce  textiles 
for  the  domestic  or  colonial  market,  such  goods  must  be  sold  at  the  price 
fixed  for  goods  manufactured  from  colonial  cotton.    Because  of  the  cheaper 
price  of  colonial  cotton,  this  acts  as  an  effective  barrier  against  foreign 
cotton  being  used  for  this  market. 

In  order  to  allow  Brazilian  cotton  to  cross  this  hurdle,  the 
Portuguese    Government,  in  195l»  when  there  was  a  shortage  of  colonial 

77    Comissao  Reguladora  do  Comercio'  "de  Algodao  em  Rama,  circulars 

No.  768/50.126/51  of  September  5,  1951  and  No.  770/50.126/51  of  December  15, 

1951. 


cotton,  subsidized  some  of  the  cotton  brought  in  under  the  Portuguese- 
Brazilian  trade  agreement  so  that  the  price  to  mills  was  the  same  as 
that  of  colonial  cotton. 


Textile  Production  and  Exports 

The  Portuguese  mills  have  long  been  supplying  enough  cotton  textiles 
to  fill  the  demands  of  the  home  market.    Imports  are  negligible.  During 
the  5-year  period  19U7-51  Portugal's  imports  of  cotton  textiles  ranged 
from  183,000  to  1,711,000  pounds  per  year  and  averaged  796,000  pounds. 

Portuguese  production  of  cotton  yarn  and  cotton  textiles  has  been 
increasing  for  a  number  of  years  and  has  been  at  a  particularly  high 
level  since  19U6.    The  government  began  its  modernization  and  expansion 
campaign  in  that  year,  Portugal's  foreign  exchange  position  was  such 
that  it  could  increase  its  imports  of  non-colonial  cotton,  and  owing  to 
the  unusual  postwar  textile  demand  and  the  dislocation  of  the  textile 
industry  in  some  producing  countries  Portugal  was  able  to  market  its 
increased  production.    Recently  Portugal  has  been  meeting  increased 
competition  for  export  markets,  and  production  dropped  from  a  high  of 
78.5  million  pounds  of  yarn  and  61.6  million  pounds  of  textiles  in  1950 
to  69.5  million  pounds  of  yarn  and  56.7  million  pounds  of  textiles  in 
1951  (see  table  5). 

Table  5 •--Portugal:    Cotton  yarn  and  cotton 
textile  production,  1938-52 


Calendar          :       Cotton       I  Cotton 
year   i        yam  t  textiles 


Thousand t Thousand 
pounds       1  pounds 


193S   1*5,882  t  35,783 

1939    U7,685  1  38,232 

191*0  t  1*8,102  t  37,533 

191*1   :  50,81*0  ,  39,1*51* 

191*2  t  1*0,679  t  33,239 

191*3   :  35,121*  :  28,11*2 

191*1*   1*2,987  *  30,038 

191*5  .......  t  55,071  t  39,209 

191*6   .  :  65,269  :  1*6,592 

191*7  »  61*,  063  1  1*5,333 

191*8   ,  69,395  t  51*,  732 

191*9  1  66,938  1  52,821 

1950   :  78,1*80  1  61,61*8 

1951  1  69,51*7  t  56,671* 

1952  (Jan. -June)    .  1  1*1,162  :  32,575 


Source:  Instituto  Nacional  de  Estatistica,  Estatistica 
Industrial,  Lisbon,  Portugal. 
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The  increase  in  production  was  accompanied  by  a  rapid  growth  in 
cotton  textile  exports*— including  those  to  the  colonies  (see  tables  6 
and  7)»    In  1938  and  1939  exports  of  textiles  (including  yarn)  averaged 
about  6.U  million  pounds.    In  the  two  years  1950  and  19§1  they  were 
almost  five  times  as  great,  averaging  over  30  million  pounds.    The  per- 
centage of  the  production  exported  increased  during  the  same  period  from 
about  13»7  percent  to  nearly  Ul  percent. 


Practically  all  of  the  colonial  market  is  now  being  supplied  by 
Portuguese  mills,  and  recently  the  trend  has  been  toward  greater  exports 
to  non-colonial  markets.    This  trend  was  made  possible  by  the  moderniza- 
tion and  expansion  movement  which  began  in  19U6,  although  it  did  .not 
begin  to  manifest  itself  until  19U8.    In  19h7  only  2  percent  of  Portugal's 
exports  went  to  non-colonial  areas.    The  percentage  has  been  increasing, 
and  in  1951  it  was  U3  percent.    In  1951  non-colonial  exports  were  equal 
to  18.5  percent,  of  the  year's  total  yarn  production. 

The  Portuguese  industry  considers  North  Africa  to  be  its  principal 
foreign  market,  with  the  Scandinavian  countries  ranking  second.  However 

Table  6.— Portugal  i    Exports  of  cotton  yams,  1938-52 


Calendar 
year 

Country  of  destination 

t 

I  Total 

t  Portu- 
t  guese 
: colonies 

.Switzer- 
'  land 

»t  French  } 
t  Morocco  . 

:  Spain 

*  Other 
countries 

i  1,066 

t  1,666 

:  1,000  j 

:  1,666 

I  1,000 

t 1,666 

t  pounds 

e  pounds 

t  pounds  i 

pounds 

:  pounds 

tpounds 

1938 

•  •  .  .  .  • 

x        70  1 

• 

r     -  i 

:  5,183 

:  18 

I 

t  5,271 

1939 

*..... 

s  37 

615 

j  11 

x  663 

19U0 

...... 

:        88  s 

!    ,  838 

x       11  % 

t  13U 

:  1,071 

19U1 

...... 

t       21*9  i 

i  6,883 

x  7U3 

x  7,875 

19U2 

...... 

t       256  i 

i  269 

x       11  1 

2 

i  k 

:  5U2 

19U3 

...... 

:  229 

x       2U  x 

x  2h 

x  277 

19hh 

...  ... 

j       201  j 

x     185  x 

i  386 

19U5 

•  •  •  .  .  . 

:       289  i 

x     311  x 

!  2 

j  602 

19U6 

...... 

»  Uoi 

:     236  : 

:  9 

:  6U6 

19U7 

...... 

i      U67  i 

t       U2  x 

:  18 

x  527 

19U8 

.  .  .  -  .  .  . 

i      553  i 

x        7  : 

x  33 

:  593 

19U9 

.  .  .  .  .  . 

x       U06  i 

t       22  i 

j  110 

i  538 

1950 

.  .  .  ... 

t      U36  j 

i  7 

I         h  x 

,1/  2,821 

i  3,277 

1951 

...... 

t  U72 

x        7  x 

i"  322 

i  800 

1952  (Jan.-Aug.) 

x       328  i 

—    fill  It. 

i  t 

,  88 

:  hll 
t 

767;  Netherlands  U65;  Belgium  2U2j  and  Israel  168. 

Source:  Instituto  Nacional  de  Estatistica,  Comercio  Externo,  Lisbon, 
Portugal. 


In  1950 — the  year  in  which  total  exports  as  well  as  exports  to  non-colonial 
markets  were  highest— over  3.5  million  pounds  went  to  France  and  smaller 
quantities  to  Belgium  and  Holland*    Exports  to  other  parts  of  the  world 
have  been  negligible. 


Table  7 •—Portugal:    Yarn  production  and 
exports  of  cotton  textiles,  1938-51 


Textile  exports  1/ 


t    Yarn  s 
Calendar ,    pro-    j  To 

t  auction  1  colonies 
1  : 


j Thousand »  Thousand 
1  pounds  i  pounds 
:  t 

i 


Colonial  as 
percentage 

of  total 

exports 


r 

To  other  t  Total 
countries  t  exports 


Thousand 
pounds 


i Thousand 
s  pounds 


Exports  as 
percentage 

of  yarn 
production 


Percent 


Percent 


1938 
1939 
191*0 

19U1 
191*2 
191*3 

19UU 
191*5 
19U6 

19l»7 
191*8 

191*9 
1950 
1951 


U5,882 
1*7,685 
1*8,102 
50,81*0 
1*0,679 
35,121* 
1*2,987 
55,071 
65,269 
61*,  063 
69,395 
66,938 
78,1*80 
69,51*7 


1,583 
628 
22 
1,133 
1,212 
855 
1,356 
1,131 
615 
282 
i*,538 
6,116 
t/  16,851* 
y  12,616  ,  29,251* 

r        t  _  —  "  

Do  not  include  small  quantity  of  cloth  made  of  cotton 


5,108 
5,1*87 
U,850 
8,768 
8,305 
7,661 
1*,U*7 
7,965 
12,31*6 
13,005 
11,727 
9,766 
11*,  286 
16,638 


77 
90 
99 
88 
87 
90 
77 
88 
95 
98 
72 
61 
1*6 
57 


2/ 
3/ 


6,691 
6,115 
1*,872 
9,901 
9,517 
8,516 
5,803 
9,096 
12,961 
13,287 
16,266 
15,882 
31,H*0 


H*.6 
12*8 
10.1 
19.1* 
23.1* 
21*.  2 
13.8 
16.1* 
19.8 
20.6 
23.* 
23.7 
29.7 
1*2.2 


T7    Include  yarns, 
mixed  with  other  yarns. 

2/    Includes  1*1,900  pounds  to  French  Morocco. 
1/    Includes  315,200  pounds  to  French  Morocco. 

V   Includes  2,876,200  pounds  to  French  Morocco,  3,577,000  to  France, 
T,8la,000  to  Algeria,  1,221,000  to  Sweden,  ■  1,01*2,000  to  Denmark,  507,000 
to  the  Netherlands,  21*7,000  to  French  West  Africa,  21*2,000  to  Belgium, 
and  211*,  000  to  Tunisia. 

5/    Includes  l*,2l*l*,900  pounds  to  French  Morocco. 

Source 1    Instituto  Nacional  de  Estatistica,  Est at is tic a  Industrial  and 
Comercio  Externo,  Lisbon,  Portugal. 


Export  Tax  on  Textiles 


Textile  exports  from  Portugal  are  subject  to  a  tax  of  1.5  percent 
ad  valorem.    This  applies  to  both  colonial  and  non-colonial  exports.  In 
addition,  no  exports  can  be  made  without  the  consent  of  the  Comissao 
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Reguladora  do  Comercio  de  Agodao.    In  the  case  of  exports  to  the  colonies, 
the  latter  is  merely  a  formality  to  make  sure  the  goods  were  manufactured 
in  Portugal* 

Artificial  Fiber  and  Filament  Yarn  Production 

Portugal  at  present  is  not  producing  staple  fiber  but  one  mill  is 
planning  to  begin  production  in  the  near  future.    Up  to  the  present,  the 
only  artificial  fiber  produced  has  been  filament  yarn. 

Records  show  that  in  1936  about  215,000  pounds  of  this  yam  were 
manufactured  in  Portugal.    Since  then  there  has  been  a  steady  but  slow 
increase.    In  19U0  production  was  up  to  275*000  pounds,  in  19U5  it  was 
705,000,  and  in  1950  it  reached  1,870,000  pounds.    Production  of  filament 
yarn  in  1951  is  estimated  at  2,785,000  pounds,  and  the  capacity  of  pro- 
duction for  1952  is  reported  at  about  3,500,000  pounds.    In  1953  the  ca- 
pacity is  expected  to  be  around  6,000,000  pounds  (see  table  8)« 

Table  8.— Portugal*    Filament  yarn  production,  1936-53 


Tear 


Production 


Tear 


Production 


Bales  1/' 

U25 
695 
9U0 
905 
6U5 
775 
1,070 
1,775 
1,765 


Bales  1/ 


1936 
1937 
1938 
1939 
19U0 
19ia 
19U2 
19U3 
19UU 


19U5 
19U6 
191*7 
19U8 
19U9 
1950 
1951 
1952 
1953 


1,660 
1,610 
:  1,U35 
:  1,175 
t  2,095 
t  U,Uoo 
:  6,555 

:  8,035  (capacity) 
I  1U,100  (capacity) 
t 


1/    Converted  from  pounds  to  equivalent  bales  of  cotton 
at  rate  of  1*25  pounds  of  rayon  to  1  bale  of  500-pounds 
gross-weight  cotton.    It  is  not  intended  to  infer  that 
every  bale  of  rayon  comes  into  direct  competition  with 
cotton.    When  sufficient  quantities  of  both  fabrics  are 
available,  together  with  ample  currency  exchange  for 
their  purchase,  the  various  fibers  normally  fall  into 
preferred  uses. 


Source t    Rayon  Qrganon 


Apparently,  one  of  the  factors  that  has  limited  the  production  of 
artificial  fiber  in  Portugal  is  that  much  of  the  Portuguese  textile 
market  is  in  its  colonies  of  Africa  where  rayon  materials  are  not  suited 
for  wear  due  to  the  warm  climate.    Consumers  in  both  Portugal  and  its 
colonies  appear  to  prefer  cotton  materials,  as  judged  by  the  relative 
consumption  of  artificial  and  cotton  fiber. 
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In  1951  total  consumption  of  artificial  fiber  in  Portugal  was  approxi- 
mately 2,li00  metric  tons,  equal  to  about  7  percent  of  the  cotton  consumption. 

Sources  of  Raw  Cotton 

Cotton  is  not  now  grown  in  continental  Portugal,  except  for  an  ex- 
periment begun  this  year,    A  little  cotton  was  grown  about  a  half  century 
ago  but  it  never  became  an  established  crop*    Why  cotton  has  not  been 
grown  commercially  is  hard  to  guess  since  Spain  produces  cotton  near  the 
Portuguese  border  under  soil  and  climate  conditions  that  extend  well  into 
Portugal.    Portugal's  first  efforts  at  cotton  growing  were  in  the  colonies, 
however,  where  conditions  were  more  similar  to  those  of  Brazil,  the 
country  in  which  the  Portuguese  first  found  cotton.    The  colonial  emphasis 
has  since  continued  and  for  many  years  the  government  has  prohibited  the 
growing  of  cotton  in  Portugal  so  as  to  remove  any  fear  in  the  colonies 
of  competition  from  the  mother  country.    This  prohibition  still  stands, 
as  far  as  commercial  production  is  concerned. 

It  was  interesting  to  discover,  however,  that  two  small  experiments 
in  cotton  growing  in  continental  Portugal  were  begun  this  year  by  the 
Portuguese  Government.    Near  the  town  of  Evora  in  southern  Portugal  about 
20  kilograms  of  seed  of  a  Uganda,  British  East  Africa,  upland  variety 
was  planted  on  about  a  hectare  of  ground.    The  other  planting  consisted 
of  about  a  kilogram  of  seed  of  the  variety  "Exparta  E"  which  was  planted 
in  the  district  of  Tavira.    Both  plots  are  under  irrigation.    Since  the 
cotton  had  not  been  harvested  at  the  time  this  report  was  prepared,  no 
information  on  the  experiment  had  been  r eleased.    Information  has  been 
promised  as  soon  as  the  harvest  is  completed  and  the  data  compiled. 

Traditionally,  most  of  Portugal's  cotton  came  from  the  United  States 
and  Brazil.    For  many  years,  however,  Portugal  has  endeavored  to  induce 
its  colonies  to  supply  its  raw  cotton  needs.    This  inducement  has  borne 
increasing  fruit  in  recent  years,  and  since  World  War  II  Angola  and 
Mozambique  have  supplied  on  the  average  about  85  percent  of  Portugal's 
cotton.    With  the  exception  of  the  past  2  years,  the  remainder  has  been 
supplied  mostly  by  Brazil  and  Egypt.    However,  Portugal  took  3,500  bales 
of  United  States  cotton  in  1950-51  and  about  23,000  bales  in  1951-52 
(see  table  9). 

At  the  beginning  of  the  current  cotton  year  (August  1,  1952),  the 
Portuguese  Government  authorized  the  importation  of  H,2l8  bales  (917  tons) 
of  United  States  cotton*,    Not  all  of  the  cotton  has  been  imported,  and  some 
of  the  licenses  have  expired.    Actual  imports  by  months  were  as  follows: 

August  -  127  bales  (27.6  tons) 

September     -  102  bales  (22.1  tons) 
October        -  571  bales  (121;. 2  tons) 

Licenses  outstanding  and  still  valid  as  of  November  1  were  for  181* 
bales  {hO  tons).    Further  imports,  if  any,  will  depend  on  what  is  done 
with  regard  to  the  Portuguese-Brazilian  Trade  Agreement. 
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Table  9.— Portugal!    Cotton  consumption  and  imports  of  cotton,  by  major 
country  of  origin,  calendar  years  1921-hU  and  crop  rears 

19li5-U6  to  1951-52 

(In  thousand  bales  of  500  pounds  gross  weight) 


j Con sump- 


J.  ^>  CLL  j 

tion 

%  U.S. 

:  Brazil 

s Egypt  j 

i  India  t 

Angola  t 

Mozambique 

:  Others 

:  Total 

• 
• 

1,000 

%  1,000 

:  1,000 

:  1,000  3 

1,000  : 

1,000 

• 
• 

1,000 

:  1,000 

:  1,000 

• 

* 

bales 

:  bales 

:  bales 

1  bales  j 

bales  j 

bales 

• 
• 

bales 

;  bales 

:  bales 

1921 ... « 

1/ 

t  1*1 

1  17 

X      2  ; 

0  / 
,    2/  » 

1 

8 

3/  ! 

\  5 

:  60 

1922 . . . x 

% 

1  21 

t  29 

*   3/  1 

2/  : 

3 

1 

3/ 

t  11 

x  6U 

1923 •  •  •  t 

y 

x  38 

1  27 

t    3/  1 

IT/ 

1 

1 

3/ 

Q 

x  0 

«  lh 

192ii.  • » : 

y 

s  2U 

1  11 

1       1  i 

if/ 

,    2/  x 

3 

3 

3/ 

1  21 

X  oO 

1925... » 

V 

s  21 

t  10 

:    3/  s 

3 

I 

1 

»  32 

:  67 

1926... J 

1  31 

0 

:  0 

1    3/  1 

s    2/  : 

1* 

2 

1  31 

X  (O 

1927...: 

1/ 

t  39 

:  7 

S           1  J 

2/  1 

3 

1 

I  20 

X  11 

1928 .  .  • t 

y 

x  1*3 

x  6 

1    2/  : 

2 

1 

t  25 

X  11 

1929 •  •  • : 

y 

t  50 

$  11 

'        ^  1 

2/  1 

3 

1 

1  10 

x  75 

1930...: 

1/ 

x  55 

1  11* 

J    3/  1 

t      1  : 

3 

1 

1  7 

x  03 

1931... 8 

V 

j  1*6 

:  10 

:  3/  1 

1      1  X 

3 

1 

\  7 

x  00 

1932 • •  •  j 

V 

:  77 

x  1 

S     ~1  ! 

t      1  : 

3 

5 

i  11 

x  99 

1933...: 

1/ 

:  76 

t  1 

x     3  1 

1     1  s 

1* 

7 

1  8 

t  100 

193U. . . 1 

79 

:  51 

1  25 

t     3  j 

1     3  : 

3 

9 

I  O 

I  100 

1935... x 

79 

:  59 

:  20 

X       5  ! 

1*  2 

5 

Q 

0 

7 

s  lOo 

1936... X 

98 

:  1*1* 

:  11 

:     6  3 

u  t 

10 

15 

s  5 

%  95 

1937*..: 

95 

x  36 

%  31 

1     9  j 

1     8  t 

lit 

38 

t  3 

?  139 

1938... $ 

89 

:  1*0 

1  28 

:     8  i 

!      3  s 

11* 

35 

1  3 

8  131 

1939...: 

89 

x  8 

x  19 

:     9  1 

1     2  x 

20 

30 

1  0 

00 

X  OO 

19U0...t 

107 

:  18 

:  Ul 

x    10  ; 

1     3  t 

18 

21 

i  0 

TIT 

s  111 

19Ul«.»: 

122 

:  16 

t  1*1 

t     3  i 

t     1  t 

90 

C.C. 

23 

t  1 

x  107 

1  Oli9.  ... 
17Ut« • •  1 

inn 

1UU 

I  v/ 

■  -~» 

1     6  • 

\     1  » 

21 

65 

I  1 

1  106 

19U3...J 

86 

s  0 

s  0 

t     1*  1 

1    3/  1 

17 

61 

1  1 

j  83 

19Uii...i 

96 

8  0 

x  15 

:     6  1 

»  3/  t 

28 

105 

t  0 

:  15U 

19U5-U6: 

131* 

t  0 

t  3 

:      2  • 

1    "1  X 

1*3 

91 

*  0 

t  mo 

191*6-1*7: 

U*9 

x  0 

»  3/ 

:     7  s 

'  K  * 

26 

81* 

:  3/ 

:  117 

191*7-1*8 1 

157 

x  0 

t  Hi 

1       *  ! 

.  V  1 

23 

126 

:  "0 

:  168 

19U8-U9: 

li*9 

t  0 

j  32 

s      6  ! 

1    "2  t 

13 

99 

t  1 

:  153 

191*9-50: 

165 

x  0 

x  1 

:     5  1 

;  1/: 

27 

12l* 

1  3/ 

x  157 

1950-5lt 

160 

x  3 

j  19 

:     6  j 

«     J/  X 

26 

91 

»  "1 

2  1U6 

1951-52? 
t 

178 

:  23 

t  9 
t 

1  U 

20 

123 

»  7 

t  186 

V 
3/ 


If  any,  included  in  "Others." 
Less  than  500  bales. 


Sources:  1921-15:  Estatistica  Comercial  -  Republica  Portuguese..  19U6-U7  to 
1951-52:  TTistitnto  Nacional  de  Estatistica,  Boletim  Mensal,  Lisbon. 
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That  agreement  includes  between  20,000  and  23,000  bales  of  Brazilian 
cotton.    This  is  not  a  guarantee  from  the  Portuguese  Government  to  take 
that  amount  of  cotton.    It  is  rather  a  commitment  to  make  the  foreign 
exchange  available  if  Brazil  can  find  the  purchasers  in  Portugal.  There 
is  also  an  implied  commitment  from  the  Portuguese  Government  to  encourage 
the  transaction.    Because  of  language  and  cultural  ties,  Portugal  would 
like  to  maintain  the  volume  of  its  trade  with  Brazil  and,  if  possible,  to 
see  it  increased.    This  is  difficult  since  Portugal,  in  combination  with 
its  African  colonies,  wants  to  sell  about  the  same  products  as  Brazil  has 
to  offer. 

The  Bank  of  Brazil  has  on  hand  a  large  quantity  of  high  priced 
cotton.    The  bank  is  anxious  to  sell  some  of  this  cotton  to  Portugal, 
and  the  Portuguese  mills  are  equally  anxious  not  to  take  it.    The  local 
spinners  state  that  they  are  accustomed  to  handling  mostly  colonial 
cotton  of  which  over  70  percent  is  medium  grade  or  better.    They  say  that 
they  cannot  use  the  quality  offered  by  Brazil. 

On  the  other  hand,  the  trade  agreement  provides  for  the  sale  of 
sizable  quantities  of  Portuguese  wine  to  Brazil.    Portugal's  wine  market 
has  been  slipping  badly  in  recent  years,  so  this  sale  is  important  to 
the  wine  industry.    If  Portugal  does  not  take  the  cotton,  Brazil  may  not 
be  able  to  take  the  prescribed  amount  of  wine.    The  Portuguese  Government 
has  not  yet  decided  what  it  will  do.    If  it  desires  to  force  the  mills 
to  take  the  cotton  it  has  the  power  to  do  so.    As  of  early  February  1953> 
exchange  for  the  purchase  of  some  2,750  bales  had  been  made  available  for 
the  importation  of  Brazilian  cotton  but  no  Portuguese  importers  were 
known  to  have  applied  for  the  money  and  no  Brazilian  cotton  had  been 
imported. 

Import  Taxes  on  Raw  Cotton 

Raw  cotton  coming  into  Portugal  is  subject  to  several  taxes  and  fees, 
which,  according  to  trade  sources,  total  as  follows i 


Imports 


Cents  Escudos 
per  pound    per  kilo 


Colonial  cotton 


2.0 


1.25 


Cotton  from  countries  with 
which  Portugal  has  commercial 
agreements  (includes  U.S.  and 
Brazil)   


2.6 


1.65 


Cotton  from  countries  with  which 
there  is  no  commercial  agreement 
(includes  Egypt)   


U.o 


2.5 


Consumption  of  Raw  Cotton 


Raw  cotton  consumption  in  Portugal  has  trended  upward  for  the  past 
century,  roughly  paralleling  the  trend  in  spindle  numbers.  Consumption 
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has  been  definitely  on  the  increase  since  193b,  when  the  first  such  sta- 
tistics became  available,  but  the  increase  became  more  pronounced  in 
I9I46  when  the  textile  modernization  program  was  launched. 

During  the  1951-52  crop  year  consumption  reached  a  record  high  of 
178,000  bales  (£00  lb.  gross  weight).    During  the  previous  season,  con- 
sumption was  160,000  bales,  and  for  the  19U9-50  season  about  165,000  bales 
(see  tables  10  and  11).    For  the  1952-53  season  the  textile  trade  estimates 
consumption  at  about  8,000  to  10,000  bales  less  than  the  previous  year. 


Table  10, --Raw  cotton  consumed  by  Portuguese  cotton  mills, 
by  country  of  origin,  year  beginning  August  1,  19li6-5l 

(In  1,000  bales  of  500  pounds  gross  weight) 


Countries 

t 
i 

19U6-U7 

• 

• 

19U7-U8 

• 
• 

• 
• 

19U8-U9 

1 
1 

19U9-50 

z 
i 

1950-51 

r 

1951-52 

• 
• 

1,000 

• 
• 

1,000 

1 

1,000 

% 

1,000 

1 

1,000 

$ 

1,060 

* 
• 

bales 

bales 

t 

bales 

% 

bales 

t 

bales 

1 

bales 

t 

t 

t 

X 

t 

* 

•- 

Mozambique •  « 

1 

99 

i 

112 

? 

102 

i 

122 

t 

110 

t 

111* 

Angola.  •  •  a 

x 

35 

* 

2U 

1U 

0 
• 

25 

• 

• 

28 

•> 
•■ 

15 

Brazil.  .  •  • 

t 

7 

• 

15 

26 

to- 
0 

6 

■ 
• 

Hi 

16 

Egypt  .  •  .  • 

• 
• 

7 

•• 

6 

5 

* 
• 

k 

• 

• 

5 

5 

United  States 

x 

0 

1 

0 

0 

X 

0 

*. 

2 

23 

Others.  .  •  . 

t 

1 

• 

2 

fl/  8 

• 
• 

1 

5 

Total.  • 

• 

t 

1U9 

t 

X 

157 

11*9 

1 
s 

165 

t 
t 

160 

178 

1/    May  include  some  cotton  imported  from  countries  listed  above. 


Source:  Comissao  Reguladora  do  Comercio  de  Algodao  em  Rama. 


Table  11.—  Portugal:    Supply  and  distribution  of  raw  cotton, 

19U5-h6  to  1951-52 

(In  1,000  bales  of  500  pounds  gross  weight) 

Supply 


1915 
19U6 

19lt7 
1%8 
19h9 
1950 
1951 
1952 


Crop  year 
beginning 
August  1 


Beginning 
stocks 


1,000 
bales 

~52~ 

58 
26 
37 
hi 
33 
19 
27 


Imports 

;  Total 

j  tion 

1,000 

:  1,000 

:  1,000 

bales 

i  bales 

:  bales 

11*0 

192 

:  13U 

117  ; 

175 

11*9 

168 

191* 

;  157 

153  ; 

190 

lh9 

157 

198 

!  165 

11*6 

179 

160 

186 

205 

178 

Con sump - 


Sources:  Comissao  Reguladora  do  Comercio  de  Algodao  em  Rama; 
Instituto  Nacional  de  Estatistica,  Boletim  Mensal,  Lisbon. 
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PRODUCTION  AND  MARKETING  OF  COLONIAL  COTTON 

Production 

The  records  show  that  in  1$09,  King  Manuel  I  of  Portugal  gave  a 
colonial  grant  to  one  Francisco  da  Fonseca  to  raise  cotton  in  the 
Portuguese  colonies*    However,  it  was  not  until  the  17th  century  that 
real  development  started.    After  the  year  1800,  production  of  raw  cotton 
in  the  Portuguese  colonies  dropped  owing  to  the  competition  of  cotton 
from  America.    The  Civil  War  in  the  United  States  again  gave  an  oppor- 
tunity to  the  Portuguese  colonial  growers.    Only  10  tons  of  raw  cotton 
were  exported  from  the  Portuguese  colonies  to  Portugal  in  1858,  but  by 
1872  exports  had  increased  to  800  tons  a  year.    In  addition,  some  cotton 
was  probably  going  to  other  countries.    Later,  production  of  raw  cotton 
in  the  colonies  decreased  because  of  the  efforts  to  raise  sugarcane  for 
the  manufacture  of  brandy  and  rum,  which  were  better  money  crops.  In 
1911  the  manufacture  of  rum  was  prohibited  and  a  renewed  effort  was  made 
to  raise  cotton. 8/ 

It  was  not  until  much  "later  that  the  growers  of  cotton  in  Portuguese 
colonies  received  the  guarantees  they  desired  in  order  to  expand  cotton 
growing. 

In  1926  the  Portuguese  Government  took  action,  and  decrees  were 
passed  giving  concessions  to  organized  companies  -  normally  called 
concessionaires    -  to  assume  responsibilities  to  increase  cotton  pro- 
duction in  the  colonies.    Each  company  is  allotted  a  specified  district 
where  it  has  exclusive  jurisdiction  over  cotton  production.    The  compa- 
nies   distribute  improved  seed  and  give  technical  direction  to  the  native 
growers,  then  buy  the  cotton  after  it  is  produced.    Though  since  modified 
somewhat,  those  decrees  set  the  pattern  for  the  present  system. 

The  real  increase  in  colonial  cotton  production  began  about  1932. 
Before  that  date  the  Portuguese  importers  paid  such  low  prices  that  the 
colonies  displayed  little  interest  in  increasing  production.    In  1932, 
as  a  further  incentive  to  production,  the  Portuguese  Government  started 
granting  a  special  bonus  of  3-1/2  cents  (equivalent)  per  pound  to  the 
exporter  for  each  pound  shipped  to  Portugal. 

Until  this  program  was  launched,  colonial  exports  had  gone  primarily 
to  other  countries,  particularly  England,  but  in  1932  Portugal  began  to 
receive  a  larger  3hare  of  the  colonial  exports  and  since  1938  all  colonial 
exports  have  gone  to  Portugal. 9/ 

A  further  step  was  taken  in  1938  when  the  Colonial  Cotton  Export 
Board  (Junta  de  Exportacao  do  Algodao  Colonial)  was  set  up  with  general 

8/    This  and  the  following  two  paragraphs  are  drawn  primarily  from  "The 
Cotton  Textile  Industry  in  Northern  Portugal"    (Report  No.  6  of  the  U.S. 
Consulate  at  Oporto),  March  8,  19U9. 

9/    E.  de  Queirox  Ribeiro,  0  Algodao  -  da  Colheita  a  Industrializacao, 
Imprensa  Portuguesa,  Porto,~l9U6.   
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Table  12 Angola  and  Mozambique*    Raw  cotton  production 
(In  thousand  bales  of  500  pounds  gross  weight)  1/ 


Year 

/uigo-La  . 

Moz  ambique 

Total 

Bales  t 

Bales  j 

Bales 

1938-39  . 

J 

13  t 

22  : 

35 

1939-iiO  . 

>  : 

2U  i 

30  » 

51* 

19U0-U1  . 

*  • 

16  i 

75  x 

91 

19iil-U2  • 

o  X 

25  : 

103  i 

128 

19U2-U3  • 

•  •  » 

»  J 

25  i 

89  : 

111* 

191*3-1*1*  . 

•      a  • 

•  : 

23  : 

93  : 

116 

19UU-U5  . 

e      •  • 

• 

*  • 

29  j 

80  t 

109 

191*5-1*6  • 

•     •  • 

• 

20  i 

91  : 

111 

19U6-U?  • 

e      •  • 

•  : 

27  ♦ 

110  : 

137 

19U7-U8  • 

•     •  a 

•  t 

21*  I 

95  x 

119 

19U8-U9  . 

•     •  • 

20  i 

126  , 

Ui6 

191*9-50  . 

O       »       »  < 

.  i 

28  : 

82  i 

110 

1950-51  . 

•    •  a 

23  : 

130  j 

153 

1951-52  . 

»    •     •  < 

.  12/ 

22  : 

137  x 

159 

s  t   :  

Yf   In  Mozambique  the  lint  turnout  from  seed  cotton  averages 
about  31.5  percent. 
2/    Rough  estimates* 

Sources i    1938-39  to  191*5-1*6 :    Junta  de  Exportacao  do  Algodao 
Colonial,  Ministerio  das  Colonias,  Alguns  Anos  de  Actividade, 
Lisbon,  Portugal,    191*6-1*7  to  1950-5T:    Statement  by  the 
Portuguese  observer  before  the  XI  Plenary  Meeting  of  the 
International  Cotton  Advisory  Committee*    1951-52:    For  Angola — 
Oral  statement  by  Portuguese  official.    For  Mozambique—Report 
No.  78  of  October  31,  1952,  American  Consul,  Lourenco  Marques. 

responsibility  for  colonial  cotton  production,  including  authority  to 
regulate  the  industry,  fix  prices,  extend  credit  to  producers,  and  engage 
in  scientific  research  and  education.    The  Board  has  since  established 
research  centers  in  both  colonies.    The  1938  act  also,  according  to  Dunn, 
10/  "established  a  minimum  price  of  lii.6  cents  per  pound  for  the  colonial 
cotton  on  the  Lisbon  market,  with  the  added  commitment  that  whenever  the 
American  quotation  fell  below  this  figure  the  government  would  balance 
the  differences  with  a  so-called  export  premium.    Actually  prices  have 
been  considerably  above  the  minimum  in  most  years. 11/  In  addition,  guaran- 
teed prices  of  about  8  cents  per  pound  of  lint  were  offered  to  cultivators 
meeting  production  goals  which  the  government  established.    Customs  duties 
were  reduced  for  materials  required  by  concessionaires,  cheaper  rates 
were  granted  for  the  transportation  of  cotton,  and  the  concessionaires 
were  given  certain  very  definite  tax  advantages." 


10/  Cotton  in  Southern  Africaapp.  2 3-21* • 

TI/  PbHuguese"  mill"  owners*  today  justify  their  getting  colonial  cotton  at 
less  than  world  prices  on  the  basis  that  in  these  early  days  they  helped 
subsidize  colonial  production. 
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Other  changes  have  been  made  from  time  to  time  in  an  effort  to 
encourage  greater  production,  and  prices  have  been  gradually  raised. 
The  last  increase  was  in  1951,  when  the  prices  paid  to  natives  were 
raised  about  one-third  and  other  prices  raised  accordingly. 

The  effect  of  the  latest  price  increase  is  not  yet  apparent,  but 
earlier  efforts  resulted  in  production  expanding  from  35*000  bales  in 
1938-39  to  159,000  bales  in  1951-52  (see  table  12). 

Marketing  Practices 

The  natives  have  to  carry  the  cotton  to  market  on  their  backs,  and 
although  the  concessionaires  have  buying  stations  scattered  throughout 
their  districts,  the  natives  sometimes  have  to  carry  the  cotton  long 
distances.    They  sell  it  in  the  seed,  and  sales  are  in  small  lots. 
Trucks  pick  up  the  cotton  from  the  buying  stations  and  carry  it  to  the 
concessionaire's  gin  where  it  is  ginned  and  baled. 

The  cotton  is  bought  in  two  grades  -  clean  and  trashy.    Some  attempt 
is  made  at  the  buying  station  to  keep  the  trashy  cotton  separate  from 
the  clean,  but  little  is  done  to  keep  the  various  staple  lengths  separate. 
According  to  some  sources,  uniform  lengths  predominate  in  many  of  the 
bales.    On  the  other  hand,  some  of  the  trade  report  that  much  of  the 
cotton  is  badly  mixed  in  sjtaples.    It  is    surprising  to  Americans  to 
learn  that  at  no  point  in  the  distribution  is  the  price  affected  by 
staple  length.    In  fact,  the  staple  length  is  never  ascertained  until 
after  the  cotton  is  bought  by  the  miller  and  delivered  to  the  mill. 

The  cotton  is  classed  by  the  concessionaire  after  it  is  ginned.  He 
uses  the  six  official  types  established  by  the  Portuguese  Government. 
Later  the  cotton  is  spot-checked  at  the  gin  by  government  classers  who 
have  had  about  5  weeks'  training  in  cotton  classing  in  Portugal.  The 
grades  given  at  the  gin  are  used  throughout  the  sale  from  the  concession- 
aire to  the  textile  mill,  unless  a  protest  is  registered.    An  arbitration 
board  is  available  in  Oporto  to  handle  protests. 

The  concessionaire  does  his  own  exporting  and  has  contracts  with 
importers  in  Oporto  and  Lisbon.    Importers  are  licensed  by  the  government 
and  until  a  few  years  ago  their  number  was  held  very  low.    Recently  a 
number  of  new  firms  have  been  licensed.    "When  an  importer  makes  a  contract 
with  a  concessionaire  he  must  take  the  entire  production  of  the  concession- 
aire—in other  words  no  other  importer  does  business  with  that  conces- 
sionaire.   Naturally,  the  cotton  of  various  regions  in  Angola  and 
Mozambique  varies  somewhat.    Therefore,  by  getting  an  importer  always  to 
give  it  cotton  from  the  same  concessionaire,  a  mill  assures  more  uniformity 
than  would  otherwise  be  the  case. 

Once  the  cotton  reaches  Portugal,  it  passes  out  of  the  jurisdiction 
of  the  Colonial  Cotton  Export  Board  and  enters  the  jurisdiction  of  the 
Regulating  Commission  of  Commerce  in  Raw  Cotton  (Comissao  Reguladora  do 
Comercio  de  Algodao  em  Rama),  which  was  created  in  1937.    The  commission 
allocates  the  colonial  cotton  to  the  various  mills  on  the  basis  of  capacity, 
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historic  consumption,  aid  other  factors.    The  regulation  of  the  cotton 
extends  to  the  final  consumer  who  benefits  from  government  price  ceilings 
on  all  cotton  material  sold  in  Portugal. 

Quality  of  Colonial  Cotton 

The  quality  of  colonial  cotton  is  high,    Dunn  observed  that  the 
natives  do  not  pick  any  cotton  that  is  dirty.    Furthermore,  trade  sources 
in  Oporto. say  that  there  is  no  frost  in  the  cotton  producing  areas  dur- 
ing the  harvest  season.    If  this  is  true,  the  Portuguese  colonial  cotton 
producer  would  not  be  plagued  by  freezes  which  lower  the  quality  of  late 
planted  cotton.     Table  13  shows  the  percentage  of  the  colonial  cotton 
that  falls  in  the  various  grades. 


Table  13. ~ Average  classification  of  Angola  and  Mozambique 
cotton  for  export,  19U7-51 


Grade 

[  19U7 

t 

t 

191*8  1 

*     19U9  | 

[    1950    *  1951 

» 

t  Percent 

t 

Percent 

f  Percent  i 

i  Percent  j 

t  Percent 

1 

•  •  . 

i  61.3 

i 

6U.1 

I  71.5  ; 

61.2  I 

81.6 

2 

i  12.8 

16.0  , 

!          8.6  ! 

10.7 

:  2.2 

3 

.  .  .  1 

t  li.5 

U.8 

!          5.7  ! 

!  6.0 

:  2.5 

1* 

•  •  . 

?  3.9 

1*.7  : 

i       2.8  : 

6.8  ! 

3.1* 

5 

•  •  • 

i  9.6 

6.9  : 

i       7.0  j 

7.6  i 

7.6 

6 

•  ■  •  * 

r  7.9 

3.5 

l*,i*  ! 

7.7  i 

2.7 

Total 

t  100.0 

100.0 

{    100.0  ! 

1  100.0 

100.0 

Source:  Statement  by  Portuguese  observer  at  XI  Session  of 
the  International  Cotton  Advisory  Committee,  Rome,  Italy. 


According  to  the  Portuguese  Government,  grade  1  corresponds  to 
"strict  good  middling,"  grade  2  to  "good  middling,"  grade  3  to  "strict 
middling,"  grade  1*  to  "middling,"  grade  5  to  "low  middling,"  and  grade 
6  to  "strict  good  ordinary."    American  classers  who  have  seen  the 
Portuguese  standards  are  inclined  to  place  them  slightly  lower  in  a 
comparison  with  United  States  standards.    The  Portuguese  cotton  classifi- 
cation division  now  has  its  standards  under  review  and  expects  to  come 
out  with  new  types  in  the  very  near  future. 

There  are  very  few  recent  statistics  on  the  breakdown  of  the  colonial 
cotton  by  staple  lengths.    During  the  191*2-1*3  season  the  Portuguese 
Government  reports  that  about  7  percent  of  the  colonial  crop  was  7/8 
inch,  22  percent  15/16  inch,  18  percent  1  inch,  U6  percent  1-1/16  inches, 
and  7  percent  1-1/8  inches.    Reports  are  that  little  change  has  been 
made  in  the  length  of  the  staple,  but  it  is  anticipated  that  the  research 
work  now  under  way  in  the  two  colonies  will  soon  show  results  in  this 
regard  as  well  as  in  others. 


ca- 


prices 


The  price  at  which  cotton  moves  is  fixed  by  the  Portuguese 
Government  at  every  stage  from  the  native  producer  to  the  mill, 
prices  are  given  in  table  lU. 


Present 


Table  lu. — Prices  paid  for  colonial  cotton,  1952  1/ 


:  t     Paid  by     t     Paid  by 

Received  by .  Paid  by  ,  Portuguese  i  colonial 
grower  2/  f  importer  3/  .       mill  f 


Portuguese 
grade 


Equivalent  cents  per  pound  of  lint 


2U.8 
2l±.  0 
22.1 
20.$ 
18.1 
16.5 


1/    The  length  of  staple  is  not  considered  in  the  price  paid  for 
Portuguese  colonial  cotton  at  any  level. 

2/    The  grower  sells  his  cotton  in  the  seed  on  the  basis  of  only 
^wo  grades,  namely,  1st  quality  (clean)  and  2nd  quality  (trashy). 
The  1st  quality  varies  in  price  from  the  equivalent  of  12.9  to 
1U.8  cents  per  pound  of  lint  while  the  2nd  quality  varies  from 
9.0  to  11.0  cents.    The  difference  in  prices  for  the  same  quality 
is  caused  by  transportation  differences.    Cotton  on  the  furthest 
inland  market  brings  the  lowest  prices. 
3/    C.I.F.  Oporto  and  Lisbon. 


Marketing  Costs 

In  1951  a  member  of  the  colonial  Cotton  Export  Board  gave  a  repre- 
sentative of  the  United  States  Consulate  in  Lourenco  Marques  a  study  on 
the  expenses  incurred  by  the  concessionaire  in  helping  the  native  produce 
cotton  and  getting  it  delivered  to  Portugal.  12/ 

It  is  interesting  to  fit  these  cost  figures  into  the  prices  fixed 
by  the  government  for  grade  1  cotton.    Though  this  gives  some  apprecia- 
tion of  marketing  costs,  the  reader  is  warned  that  the  cost  study  is  for 
1951  or  earlier,  while  the  prices  used  are  those  for  1952.  Furthermore, 
the  margins  would  be  different  for  other  classes  of  cotton. 


12/  "Cotton  Production  and  Trade,  1950*  Colony  of  Mozambique, n  Report 
No.  129  of  March  1,  1951  from  American  Consulate,  Lourenco  Marques. 
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Cost  of  Producing  and  Marketing  Mozambique  Cotton 
(In  equivalent  cents  per  pound  ot  lint)  " 


Prices  paid  to  natives  1^.8 

Cost  to  concessionaire: 

1.  Seed  distribution  and  technical  assistance  •  •  •  •  1.51 

2.  Operating  cotton  buying  stations  UO 

3«    Transporting  seed  cotton  to  gin  UO 

U.    Ginning  and  baling  1.59 

5»    Transportation  to  port  .  •  •  •  •  80 

6.  Port  charges  .03 

7.  Ocean  freight  and  insurance  to  Portugal  2 •  3U 

8.  Other  expenses  ii.13 

Total  13/11.20 

Actual  markup  allowed  concessionaire  by  government    •    ,  11.1 

Importer's  markup  (including  import  tax)   lj.3 


Price  to  mills  unloaded  at  Portuguese  ports  as  fixed  by  government  30.2 

Marketing  costs  are  unusually  high.    At  the  time  of  the  study  cited 
above,  for  example,  it  cost  about  lU  cents  (plus  the  value  of  the  seed) 
to  move  a  pound  of  lint  cotton  from  the  market  where  the  native  sells  it 
through  the  ginning  process,  to  the  port,  transport  it  to  Lisbon  or 
Oporto,  pay  the  importer's  fee,  and  turn  it  over  to  mills  at  the  port  in 
Portugal.    In  the  United  States,  by  comparison,  the  value  of  the  seed 
normally  more  than  pays  for  the  ginning  and  getting  the  cotton  to  the 
farmer's  market.    From  there  it  costs  an  average  of  U--1/2  cents  a  pound 
to  deliver  it  to  the  same  mill  at  the  Portuguese  port.    Adding  2.6  cents 
Portuguese  import  tax  makes  7«1  cents.    Thus  the  difference  between  the 
lh  and  7*1  cents  roughly  reflects  the  difference  in  marketing  costs  in 
the  two  countries.    Some  of  this  difference  is  due  to  various  taxes  and 
other  fees  levied  by  the  Portuguese  Government  at  various  stages  of  the 
cotton's  movement. 

Is  Colonial  Production  Growing  Faster  Than  Portugal's  Mill  Capacity? 

In  the  decade  from  19Ul  to  1951  spindle  numbers  in  Portugal  increased 
about  31  percent.    A  comparison  of  the  average  colonial  production  of 
raw  cotton  in  19U1  and  19U2  with  the  average  of  1951  and  1952,  shown  as 
increase  of  Ul  percent.    Or  if  a  1939-U2  average  cotton  production  is 
Compared  with  a  19U9-52  average  the  increase  is  76  percent.    So  it  appears 

13/    Price  to  importer  is  fixed  at  25.9  cents  per  pound.    The  above 
would  indicate  a  cost  to  the  concessionaire  of  26  cents  (lU.8  plus  11.2 
cents.)    So  if  the  above  figures  were  correct  for  today's  market  he  would 
be  losing  0.1  cent  per  pound.    The  study  showed  that  at  the  time  it  was 
made  the  concessionaire  was  making  a  profit  of  1.2  cents  per  pound,  but 
under  the  new  prices  fixed  by  the  government,  his  margin  was  narrowed. 
However,  it  must  not  be  overlooked  that  the  concessionaire  has  the  seed 
from  which  he  is  able  to  realize  a  profit. 
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that  raw  cotton  production  is  increasing  at  a  faster  rate.    However,  it 

must  be  realized  that  mills  in  Portugal  seldom  operate  more  than  one  or 
two  shifts.    So,  theoretically,  they  could  consume  about  twice  as  much 
cotton  as  at  present  without  adding  another  spindle  or  loom.  Evidence 
of  this  elasticity  is  seen  in  recent  years.    Owing  to  the  strong  postwar 
world  demand  for  textiles,  Portugal  increased  its  textile  output  after 
the  war  faster  than  spindle  numbers  increased.    And  to  achieve  this  ex- 
panded production,  the  country  increased  its  imports  of  non-colonial 
cotton. 


CONCLUSIONS 

Competition  in  World  Markets 

The  authors'  conclusion  as  far  as  the  United  States  cotton  producer 
and  textile  mill  operator  is  concerned  is  that  the  expansion  of 
Portuguese  raw  cotton  and  textile  production  will  be  primarily  confined 
to  the  needs  of  the  Portuguese  empire. 

Raw  cotton.  -  The  efforts  of  the  Portuguese  Government  to  increase 
colonial  cotton  production  will  probably  result  in  a  continued,  but 
limited  expansion.    The  government  program  of  cotton  research  is  improv- 
ing, and  efforts  are  being  made  to  move  much  of  the  cotton  production 
to  areas  where  it  is  better  suited  and  to  concentrate  production  in  larger 
fields  so  that  more  mechanization  and  better  cultural  practices  can  be 
utilized.    The  migration  of  European  Portuguese  to  the  colonies  is  being 
encouraged,  and  by  example  and  otherwise  these  people  will  tend  to  teach 
better  cultural  practices.    Angola  and  Mozambique  produce  clean,  white 
cotton  at  a  price  well  below  the  world  market,  and  the  price  could  be 
raised  and  still  be  competitive.    By  passing  on  an  increase  in  price  and 
a  reduction  in  marketing  costs  to  the  producer,  the  government  might 
succeed  in  encouraging  greater  increases  in  production.    A  step  in  this 
direction  was  taken  a  little  over  a  year  ago  when  the  government  increased 
the  price  paid  to  the  native  producer  by  one-third.    The  full  effect  of 
that  increase  on  production  is  not  yet  evident. 

But  despite  the  government's  efforts,  it  is  believed  that  production 
will  not  increase  at  a  great  rate,  and  not  to  such  an  extent  that  cotton 
from  the  Portuguese  colonies  will  be  an  important  factor  in  international 
markets.    Most  of  the  reasons  for  this  conclusion  have  been  set  forth  by 
Dunn  and  Norris,  and  chief  among  them  arej  (1)  unfavorable  climatic  con- 
ditions and  low  soil  fertility,  which  contribute  to  low  yields  -  a  10-year 
average  of  70  pounds  of  lint  per  acre  in  Mozambique  compared  with  268 
pounds  in  the  United  States ;  (2)  low  prices  for  cotton;  (3)  shortage  of 
labor,  which  makes  it  necessary  for  cotton  to  compete  with  other  crops, 
particularly  sugar,  coffee,  grain,  and  livestock,  needed  by  Portugal  from 
the  colonies;  (it)  the  increasing  populations  in  both  Portugal  and  the 
colonies  which  can  absorb  a  gradual  increase  in  colonial  cotton  production,. 

Textiles.  -  The  Portuguese  mills  may  have  the  chance  -  as  at 
present  -  of  getting  a  little  cheap  colonial  cotton  to  mix  with  that 
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bought  abroad  and  so  get  a  slight  price  advantage.    In  spite  of  this, 
however,  it  is  expected  that  the  Portuguese  mills  will  limit  themselves 
primarily  to  the  domestic  and  colonial  market  and  not  enter  aggressively 
into  the  foreign  market.    They  will  no  doubt  continue,  however,  to  sell 
a  limited  amount  abroad,  more  or  less  as  a  byproduct  of  their  domestic 
operations. 

The  reasons  for  this  conclusion  are  as  follows: 

(1)  Most  of  the  mills  are  small  and  the  average  equipment  is 
relatively  old. 

(2)  Although  wages  are  low,  the  cost  of  output  is  high,  for  in 
spite  of  the  diligence  of  the  Portuguese  worker  the  average  production 
per  worker  appears,  on  the  basis  of  statements  by  members  of  the 
industry,  to  be  low.    This  is  due  in  part  to  the  limited  amount  of 
labor-saving  equipment.    The  story  is  told,  for  example,  of  one 
Portuguese  mill,  owner  who  visited  the  United  States  and  found  a  plant 
with  almost  the  same  number  of  spindles  and  looms  as  he  had.    Yet  the 
United  States  plant  had  11*8  employees  and  the  Portuguese  mill  778 
employees.    The  one  plant  had  automatic  equipment,  the  other  did  not. 

(3)  The  Portuguese  mills  are  not  geared  to  the  foreign  market  which, 
to  a  considerable  extent,  demands  high-quality  fabrics  tailored  to  the 
needs  of  each  market,  to  continuous  development  of  new  patterns,  and  to 
aggressive  merchandising.    Most  of  Portugal's  exports  to  non-colonial 
export  markets  have  gone  to  North  Africa,  which  does  not  demand  as  high 
quality  as  do  some  of  the  other  parts  of  the  world,  and  the  domestic 
Portuguese  market  has  had  to  accept  what  the  mills  produce.    The  mills 
have  faced  little  outside  competition,  and  competition  among  themselves 

is  limited  by  the  fact  that  raw  cotton  is  generally  allocated  to  mills 
by  the  government  on  the  basis  of  capacity  and  historical  production. 
Since  colonial  cotton  does  not  quite  fill  the  demand  of  the  homeland  and 
colonies,  each  mill  can  apparently  sell,  without  too  much  effort,  all 
the  cloth  it  has  cotton  to  produce. 

(h)  The  larger  Portuguese  mills,  which  might  expect  to  compete 
successfully  in  the  foreign  market,  are  making  a  reasonable  profit  now 
by  producing  for  an  assured  and  well-protected  domestic  and  colonial 
market.    "Why  should  they  risk  their  capital  and  take  on  the  headaches 
incident  to  entering  the  highly  competitive  foreign  market?    As  one  mill 
owner  expressed  it:    "If  I  get  foreign  orders  I  will  produce  the  cloth. 
Put  I  am  not  going  to  produce  cloth  on  a  gamble." 

(5)  Most  of  the  Portuguese  mill  owners  are  accustomed  to  high 
margins  of  profits.    To  convert  to  the  high-volume,  low-margin  production 
needed  for  international  competition  would  be  a  radical  change  for  them. 

(6)  Finally,  there  are  the  effects  of  regulations  regarding  imports 
and  exports,  currency  exchange,  trade  agreements  between  Portugal  and 
other  countries,  dollar  shortages  and  such.    Though  this  complex  is  not 
unique  to  Portugal  it  no  doubt  discourages  the  mill  owners  from  venturing 
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into  the  foreign  market,  particularly  since  even  the  larger  Portuguese 
mills  are  small  in  comparison  with  some  of  their  international  com- 
petitors • 

Portugal  As  a  Market  for  U.  S.  Raw  Cotton 

There  appears  to  be  little  opportunity  for  sales  of  United  States 
raw  cotton  in  Portugal.    As  long  as  the  Portuguese  mills  continue  to 
concentrate  on  the  domestic  and  colonial  textile  markets,  they  can 
satisfy  almost  all  their  raw  cotton  requirements  from  colonial  production. 
Some  cotton  will  be  purchased  from  foreign  countries,  but  sales  of 
United  States  cotton  will  be  hampered  by  Portugal's  shortage  of  dollars 
and  by  the  Portuguese  Government's  sponsorship  of  trade  with  Brazil. 
The  fact  that  Portugal  increased  its  purchases  of  non-colonial  cotton 
somewhat  during  the  past  h  years  might  be  interpreted  as  meaning  an 
increased  prospect  for  United  States  cotton  sales,  but  the  authors 
believe  it  was  only  a  temporary  reaction  to  an  unusual  international 
demand. 

Small  purchases  of  United  States  raw  cotton  may  be  made  from  time 
to  time  when  there  are  short  crops  in  the  colonies  or  when  Brazilian 
prices  are  considerably  higher  than  those  in  the  United  States  if 
Portugal  can  find  the  necessary  dollars.    However,  little  prospect  is 
seen  for  sizable  raw  cotton  sales  to  Portugal  by  the  United  States 
either  now  or  in  the  future. 


